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The Executive Schedule IV Pay Cap on General 
Schedule Compensation 



Summary 

Annual pay adjustments for about 1.3 million employees under the General 
Schedule (GS) and certain other systems are governed by Section 529 of P.L. 101- 
509, the Federal Employees Pay Comparability Act of 1990 (FEPCA), which 
generally requires that covered employees receive an annual basic pay adjustment and 
a locality-based comparability payment. For the GS pay adjustment that took effect 
in January 2008, the size of the total pay increase (i.e., the annual adjustment plus 
locality pay) varied across the 32 pay areas, but averaged 3.5% nationwide. 

In recent years, though, an increasing number of GS employees have not 
received all of the base and locality pay increases that were designated for their pay 
areas. Bylaw (5 U.S.C. §5304(g)(l)), base GS pay and locality pay combined cannot 
exceed Level IV of the Executive Schedule (EX-IV) — which, for 2008, is set at 
$ 149,000. Therefore, GS employees whose total pay was already equivalent to EX-IV 
could only receive the same amount of pay increase that was provided to employees 
in the Executive Schedule (which, for 2008, was 2.5%). Any employees whose pay 
was below EX-IV but, after the increase, would have been above Level IV, could 
only receive a portion of the total increase scheduled for other employees in their pay 
area. 



For the GS pay adjustment that took effect in January 2008, more than 7,100 
GS-15 and equivalent employees in 12 pay areas did not receive all of the pay 
increase designated for their pay areas — an increase of more than 6,000 “capped” 
employees from the year before, primarily because the EX-IV cap affected employees 
in the Washington, DC, pay area for the first time. Some GS-15 employees have 
been affected by the cap since 2002, and employees in three additional pay areas may 
be affected in 2009. By 2012, certain GS-14 employees may also begin to be 
affected. As a result of the EX-IV cap, the affected employees’ salaries are 
substantially lower than they would have been had the cap not been in effect, and any 
pensions that they are due to receive in the future will also be lower. 

This report provides information on the effect of the EX-IV pay cap on pay for 
GS employees; and discusses the potential implications of the pay cap on salaries, 
pensions, and the ability of agencies to recruit and retain staff. The report also 
provides some background information on the GS and Executive Schedule pay 
systems and the annual pay adjustment processes in those systems. Finally, it notes 
the introduction of H.R. 5439, the “Civil Service Reform Commission Act of 2008,” 
which would establish a commission to study, among other things, the federal 
compensation system; and the enactment of legislation (P.L. 110-323) that changed 
the pay cap for employees of the Government Accountability Office to EX-III 
($158,500 for 2008). 

This report will be updated if policy developments occur or if additional factual 
information becomes available on the number of employees affected. 
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The Executive Schedule IV Pay Cap on 
General Schedule Compensation 



Introduction 

On January 4, 2008, President George W. Bush signed an executive order 
implementing the 2008 pay adjustments for most federal employees. 1 As a result, 
employees within the General Schedule (GS) and related pay systems (covering more 
than 1.3 million of the nearly 1.9 million employees in the executive branch as of 
September 2007) 2 received an average 3.5% pay increase — a 2.5% across-the-board 
increase to their base pay under 5 U.S.C. §5303, and an average 1% locality pay 
increase under 5 U.S.C. §5304. The size of the locality portion of the pay increase 
varied by pay area, based on differences in the size of the federal-nonfederal pay 
differential in those areas. 3 As a result, the total pay increase provided to GS 
employees (i.e., the across-the-board increase plus locality pay) was often either 
somewhat more than, or somewhat less than, the 3.5% national average. For 
example, GS employees in Indianapolis, IN, received a 2.96% total pay increase in 
January 2008, whereas GS employees in San Francisco, CA, received an increase of 
4.23%, and employees in Washington, DC, received a 4.49% increase. 

However, in recent years, an increasing number of GS employees have not 
received all of the base and locality pay increases that were designated for their pay 
areas. By law (5 U.S.C. §5304(g)(l)), an employee’s base GS pay and locality pay 
combined cannot exceed Level IV of the Executive Schedule (EX-IV) — which, for 
2008, is set at $149,000. 4 Therefore, employees whose total pay was already 



1 The President, “Executive Order 13454 — Adjustments of Certain Rates of Pay,” 73 
Federal Register 1481, Jan. 8, 2008. For more on this adjustment, see CRS Report 
RL33732, Federal White-Collar Pay: FY2008 Salary Adjustments, by Barbara L. Schwemle. 

2 The figures used in this report for the number of federal employees in the executive branch 
do not include employees of the U.S. Postal Service, military employees of the Department 
of Defense, or employees of the intelligence agencies. 

3 See [https://www.opm.gov/oca/08tables/locdef.asp] for a list and definitions of the 32 pay 
areas. 

4 Also by statute (5 U.S.C. §5303), base GS pay (i.e., without the locality differential) 
cannot exceed Level V of the Executive Schedule (for 2008, $139,600). The basic pay cap 
for employees in other pay systems may be higher than the GS or GS-equivalent systems. 
For example, as discussed later in this report, the cap for employees in the Department of 
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